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MESSAGE FROM THE RISK MANAGER

The 2010 Annual Report provides detailed statistical and financial data regarding the Division of Risk
Management’s performance in FY 2010. An important part of DORM’s operation is successful investment of
the equity of each trust fund. Strong investment returns help hold down premiums paid by our client agencies,
and assure strong response when disaster strikes.

The Division of Risk Management provides the following services to our clients:

• The State Insurance Fund (SIF) provides quality property insurance for state properties, colleges and
universities and most public school systems.

• The General Liability Trust Fund (GLTF) protects state employees who are subjected to lawsuits aris-
ing from the performance of their job duties.

• The State Employee Injury Compensation Trust Fund (SEICTF) covers state employees for lost time
and medical expenses resulting from accidental injuries while on the job.

• The Employee Assistance Program provides counseling and referral for employees with problems that
affect job performance.

• Risk Management Services delivers an array of skilled services designed to avoid loss, both human and
financial.

• The Alabama Equipment Maintenance Program (EMP) allows all government agencies and depart-
ments to consolidate the care of electronic equipment under one comprehensive program.

The 2010 operations of each of these major areas are outlined in this report.

The constant operating philosophy of the Division is that we are a service organization whose objective is to
best meet the needs of our client state agencies. Our staff is productive, professional and motivated. We all
look forward to serving our clients even better in 2011.

Ben M. Spillers
Risk Manager
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STATE INSURANCE FUND

The State Insurance Fund (SIF) was established in 1923 to provide secure, adequate and economical property
insurance on State-owned properties. Our operation closely parallels that of private industry insurance compa-
nies in the following ways:

• We establish rates, premium discounts and experience credits to result in equitable premiums charged to
the policyholders.

• We adjust and pay losses promptly, recognizing that the SIF has a high obligation to its policyholders due
to the legislative act that brought us together.

• We purchase Excess Insurance to protect the State from disasters such as hurricanes and tornadoes.

• We survey properties for safety, loss prevention and property cost evaluations.

• We invest premiums collected to keep future costs low and to build fund equity.

SIF clients whose properties have been inspected are offered replacement cost value coverage for qualified build-
ings and contents. This valuable coverage provides replacement cost up to 115% of scheduled value in the event
of a total loss. Other valuable coverages are Extra Expense, Electronic Data Processing, Builders Risk, Transit,
and Boiler & Machinery which is provided by Travelers Insurance Company.

Although fewer claims were taken during FY10, the total incurred for the year was greater at $17,133,009.00
due to one catastrophic event occurring April 24, 2010. An EF-3 tornado caused damages estimated over
$9,000,000.00 to several locations in North Alabama including the Cordova Warehouse at Alabama State
Docks and Albertville High School. The State Insurance Fund has excess insurance coverage which responds to
occurrence claims exceeding $3,500,000.00.

Figure 1: State Docks, Cordova Warehouse

The SIF is on the right course and will continue its fundamental plan. We recognize the financial obligation
arising from extraordinary growth in insured values. In 1995, we insured $11.8 billion in values. Today, we
insure over $46 billion in values. This means our fund equity and financial structure must be adequate to meet
the financial demands that are certain to occur in the future.
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FY Statewide Insured 
Values

Value Increase 
From Previous Year Increase

2010 46,587,656,569 1,730,246,082 3.71%
2009 44,857,410,487 2,889,032,251 6.44%
2008 41,968,378,236 9,654,273,107 23.00%
2007 32,314,105,129 3,085,136,998 9.55%
2006 29,228,968,131 2,413,818,467 8.26%
2005 26,815,149,664 1,042,030,042 3.89%
2004 25,773,119,622 1,273,757,518 4.94%
2003 24,499,362,104 2,641,099,820 10.78%

Values Table

Property Claims Summary Table
Incurred Losses as of September 30, 2010

Incurred Losses - FY 2009
Perils FY 2009 FY 2010 Amount % of Total

Fire 26 29 2,132,148$ 12.44%
Lightning 280 304 1,432,299$ 8.36%
Wind 320 127 9,949,438$ 58.07%
Burglary 142 139 1,285,559$ 7.50%
Vandalism 30 15 73,176$ 0.43%
Hail 91 22 664,286$ 3.88%
Vehicle 11 7 9,713$ 0.06%
Water 53 66 694,055$ 4.05%
Freeze 6 17 519,740$ 3.03%
Other 31 21 372,595$ 2.17%

Totals 990 747 17,133,009$ 100%

Claims Summary

FY 2010 FY 2009 FY 2008 FY 2007 FY 2006
Claims Handled 747 990 828 593 758

Outside Adjusted 421 618 479 343 393
Inside Adjusted 326 372 349 250 365

Average Claim Size 22,936$ 15,555$ 10,611$ $ 20,184* 21,720$
*Removed Enterprise tornado for averaging purposes.

10



H
IS

T
O

R
Y

O
F

P
R

O
P

E
R

T
Y

LO
SS

E
S

20
00

–2
01

0

11



GENERAL LIABILITY TRUST FUND

State employees are subject to being sued for their acts and omissions in the performance of their official duties.
The General Liability Trust Fund (GLTF) defends and indemnifies eligible employees for up to $1 million per
occurrence. In the event a single occurrence, as declared by the Risk Manager, is later judicially determined to
be more than one occurrence, the maximum liability of the GLTF is $1.2 million. The GLTF does not cover
the State of Alabama or its agencies; it covers employees who are sued individually and are at risk of having to
pay damages from their personal assets.

The GLTF sets aside a monetary reserve for each covered claim in the amount of the ultimate expected loss.
Defense of covered employees is conducted by the Office of the Attorney General, or by attorneys appointed
by the Attorney General, in collaboration with the GLTF.

EMPLOYEE AUTOMOBILE LIABILITY

The GLTF provides liability coverage for the operators of more than 8,000 state-owned vehicles. These include
trucks, tractor-trailer rigs, state trooper and other law enforcement cars, buses and service vehicles, as well as
passenger cars. All claims are adjusted by the American Southern Insurance Company.

In addition, thousands of employees regularly or occasionally use their personal autos in their state jobs. For
these individuals, the GLTF coverage is excess of their personal auto insurance limits as mandated by our State
Legislature.
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Auto Exposure Table

Number of Vehicles Insured

Class Description FY 2010 FY 2009 FY 2008 FY 2007 FY 2006
001 Private Passenger 1,998 2,003 2,076 2,020 2,025
002 Pickups & Vans 3,710 3,705 3,677 3,697 3,531
003 Trucks & Tractors 1,512 1,539 1,505 1,541 1,464
004 Law Enforcement 1,146 1,080 978 909 1,054
005 Buses 367 376 388 429 398
006 Motorcycle 22 21 20 6 0

Total Vehicles 8,755 8,724 8,644 8,602 8,472



STATE EMPLOYEE INJURY COMPENSATION TRUST FUND

The State Employee Injury Compensation Trust Fund (SEICTF) pays medical costs for work-related injuries
and compensates injured employees for resulting lost work time. This program is similar to the private sector
workers’ compensation programs.

In 2010:

• There was no increase in administration fees charged to self-funded agencies.

• Less than .5% of claims resulted in a formal hearing to address a claim dispute.

• Mediation was offered as an option in lieu of a formal hearing for resolution of claim disputes.

• Medical case management services were utilized to assist injured workers in coordination of medical treat-
ment in order to facilitate optimal healing and early return to work.

• Subrogation recoveries exceeded $119,298.00.

• A 24 hour emergency phone line was implemented for the convenience of State agencies operating out-
side normal business hours.

13

Indemnity claims are those resulting in payments for lost time from work. Medical claims are those
resulting in medical costs but no time off work. Incident claims are those resulting in no medical
attention.

Claims Frequency

2010 2009 2008 2007
Indemnity 282 247 239 219
Medical Only 1,941 2,109 2,051 2,087
Incident Only 1,070 1,115 1,234 1,117
Total # of Claims 3,293 3,471 3,524 3,423



RISK MANAGEMENT SERVICES

Driver Training Courses for covered personnel are available to state agencies through DORM.

With the enactment of the Boiler & Pressure Law on February 5, 2004, mandatory boiler inspections must be
performed, at a minimum of, every two years. The state charges a minimum inspection fee of $60 per boiler,
in addition to a fee for the certificate of compliance. As a benefit of your premium with Risk Management, we
contract with Travelers Insurance Company to provide this valuable service free to you, which saves you the
inspection fee.

A Boiler Operator Training Course for boiler operators and maintenance personnel is conducted at no cost for
agencies which participate in the State Insurance Fund. The course focuses on proper maintenance and safe
operation of pressurized equipment.

More than 5,000 boilers and other items of pressurized equipment were inspected during 2010. These inspec-
tions assist agencies in identifying and correcting conditions that could result in sudden breakdown, property
damage and personal injury.
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THE EMPLOYEE ASSISTANCE PROGRAM

The State Employee Assistance Program (SEAP) provides services to 114 state agencies and departments cov-
ering 33,787 employees and their family members.

The Division of Risk Management has contracted with an external national vendor to provide our EAP serv-
ices in order to expand and enhance the scope of the program. Our vendor is a preferred provider organization
specializing in behavioral health care and comprised of high quality providers across the nation. The program
is designed to help employees become more effective in their job performance by providing professional, con-
fidential counseling and assistance with various problems. Our EAP plan provides for up to three sessions per
year for each employee and their family members.

SEAP deals with issues such as supervisor/employee conflict, personal financial management, marital and fam-
ily disruptions, drug and alcohol abuse, and emotional and mental stressors. We also provide services which
include critical incident stress debriefing (CISD); supervisor and employee training; referral to community
resources, online resources, and 24/7 clinician access.

In FY-10

• There were 573 total cases of treatment for a total of 1,315 counseling sessions.

• Females represented 60% of clients and males 40%.

• Family members of employees represented 22% and employees represented 78% of our total
participation.

• Emotional stress related problems were the most frequent primary issue for clients (39%), followed by
relational issues (19%), depressive disorders (17%), anxiety/panic issues (13%), and other issues (12%).

• 75% of participants were self-referred, 14% were supervisor referred, 10% were family recommended,
and 1% was due to promotional material.

• 92% of participants were seen by a counselor, 6% by a psychiatrist, and 2% by a psychologist.

• 42% of participants were age 41-60, 27% were 31-40, and 16% were 21-30.

• We provided 27 training sessions covering a wide variety of topics for our employees, three CISD (Critical
Incident Stress Debriefing) and grief support sessions, and participated in three health fair/fitness day
events.
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1 The 2010 savings were $1,230,671.

THE ALABAMA EQUIPMENT MAINTENANCE PROGRAM (EMP)

The Alabama Equipment Maintenance Program (EMP) allows all government agencies and departments to
consolidate the care of electronic equipment under one comprehensive program. By replacing existing service
agreements with this program, agencies will gain a programmatic solution that delivers significant cost savings1,
enhanced equipment protection, the freedom to utilize the best service vendor for each and every maintenance
action, program management tools and information, and achieve positive control over the financial and oper-
ational performance of their equipment maintenance portfolio.

Effective December 1, 2005, The Remi Group (TRG) assumed all administrative operations including pay-
ment for service events, management of the EMP, and decreasing the total state expenditures on equipment
maintenance. Alabama state agencies can save 25% off vendor maintenance contracts.

The Remi Group’s programs are backed by the full faith and credit of leading insurance providers and their
financial standing is assured by years of successful operation, outstanding financial structure, and independent
rating agencies such as A.M. Best.
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STATE INSURANCE FUND
STATEMENT OF NET ASSETS

UNAUDITED
As of September 30, 2010
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STATE INSURANCE FUND
STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN NET ASSETS

UNAUDITED
For the Year Ended September 30, 2010
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STATE INSURANCE FUND
NOTES TO FINANCIAL STATEMENTS
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STATE INSURANCE FUND REVENUE EXHIBIT
RETURN ON EQUITY (ROE)
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GENERAL LIABILITY TRUST FUND
STATEMENT OF NET ASSETS

UNAUDITED
September 30, 2010
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GENERAL LIABILITY TRUST FUND
STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN NET ASSETS

UNAUDITED
For the Year Ended September 30, 2010
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GENERAL LIABILITY TRUST FUND
NOTES TO FINANCIAL STATEMENTS
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GENERAL LIABILITY TRUST FUND
INVESTMENT NOTES
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STATE EMPLOYEE INJURY COMPENSATION TRUST FUND
STATEMENT OF NET ASSETS

UNAUDITED
September 30, 2010
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STATE EMPLOYEE INJURY COMPENSATION TRUST FUND
STATEMENT OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS

UNAUDITED
FOR THE YEAR ENDED SEPTEMBER 30, 2010
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STATE EMPLOYEE INJURY COMPENSATION TRUST FUND
NOTES TO FINANCIAL STATEMENTS
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STATE EMPLOYEE INJURY COMPENSATION TRUST FUND
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